This paper uses an unusual administrative dataset covering the universe of French hospitals to consider hospital employment: this is consistently higher in public hospitals than in Not-For-Profit (NFP) or private hospitals, even controlling for a number of measures of hospital output. NFP hospitals serve as a benchmark, being very similar to Public hospitals, but without political influence on their hiring. Public-hospital employment is positively correlated with the local unemployment rate, whereas no such relationship is found in other hospitals. This is consistent with public hospitals providing employment in depressed areas. We appeal to the Political Science literature and calculate local political allegiance, using expert evaluations on various parties' political positions and local election results. The relationship between public-hospital employment and local unemployment is stronger the more left-wing the local municipality. This latter result holds especially when electoral races are tight, consistent with a concern for re-election. JEL Classification Codes: D21, D72, I18, J21.
Introduction
The State is present in all market economies. This is particularly the case for public goods, of which two of the best-known are health and education. While the theoretical grounds for public-sector involvement, often expressed in terms of market failure, redistribution or economies of scale, are wellknown, empirical evidence on how outcomes are produced across the public and private sectors has arguably been slightly harder to come by.
The research we present here focuses on the production of health, and specifically on employment levels in public and private hospitals. There are a number of reasons why employment may differ across the two sectors. First, the type of patients treated in public and private hospitals are almost certainly different. Second, the type of health-care services produced may not be the same: private hospitals will be more profit-motivated, whereas public hospitals provide a wider range of services in the context of a broader mission of care. Last, public-sector decisions may be taken with other prerogatives in mind than the pure production of health: as such factors that are external to the specific hospital may well play a role.
In administrative data covering all French hospitals in 1999, the number of staff employed in public-sector hospitals is greater than the number of staff employed in private-sector hospitals, for a given level of "health output" (as measured by the number and type of operations carried out, the care provided, and the bed capacity rate). Higher levels of public-sector employment are more prevalent for Nurses and (relatively unskilled) support staff positions. There is no significant difference in the employment of Doctors between the public and private sectors.
We interpret this result in the light of the explanations mentioned above. By controlling for both the type of patient and (as best we can) the type of health service produced, we identify a number of external factors which may explain this difference in employment. The greater employment in publicsector hospitals is not equally spread over the country, and in particular is more pronounced in regions with weaker labour markets, as reflected in the local unemployment rate. One reading of this correlation is that hospitals play a role on the labour market by providing employment for those who would otherwise likely struggle in economically-depressed areas. Another reading is that highunemployment regions consist of individuals with greater health needs (that are not picked up by our existing controls).
Introducing local politics (measured by the votes cast at local elections) into employment decisions allows us to separate these two readings. This produces supporting evidence for the "Keynesian" role of hospitals:
1 the higher employment of less-skilled workers in public-sector hospitals is more prevalent in communities that voted left-wing. This employment effect disappears in communities that voted right-wing. Further, we appeal to the tightness of the most recent local elections. The greater left-wing employment response to unemployment only occurs in tighter electoral races, consistent with public-sector employment reflecting not only the production of health, but also political prerogatives.
The paper is organised as follows. Section 2 briefly discusses research on employment in the public and private sectors. Section 3 describes the French healthcare sector and our administrative data on hospitals. Section 4 presents the initial regression results showing greater employment in publicsector hospitals, and Section 5 underlines the role of the local labour market and political context in moderating this relationship. Section 6 concludes.
Public-and Private-Sector Employment
The broad question of the public-sector labour market is dealt with in the excellent survey by Gregory and Borland (1999) in the Handbook of Labor Economics. In this section, we will restrict ourselves to one broad question: that of the level of public sector employment, as compared to the private sector.
A number of papers have considered differences in the organisation of public-and private-sector production. Haskel and Sanchis (1995) suggest that the public sector might be inefficient in a production sense because firms there internalise the costs of workers' effort: the public and private sectors therefore have different objective functions. Shleifer and Vishny (2002) provide a useful overview of various ways in which government intervention may be viewed. They distinguish between the "Helping Hand", where government intervention serves to overcome market failure and raise social welfare, and the "Grabbing Hand", where government agents act at least partly in their own self-interest. 2 Boycko et al. (1996) consider efficiency and employment in the public and private sector. As subsidies to private-sector firms are politically more difficult to support than foregone profits in the public sector (which are more difficult to observe), privatisation will reduce political influence in production. Along similar lines, Keefer and Knack (2007) use cross-country data to show 1 In this paper, Keynesian will be used in the sense of providing employment in depressed labour markets. 2 Recalling the distinction between knights and knaves made by Le Grand (2007): "…knightly doctors, teachers or social workers would be ones who put the needs and wants of their patients, pupils or clients above their own; whereas knavish that public investment is negatively correlated with the quality of governance, which argue is consistent with some public investment consisting of rent-seeking.
In the context of health care, Gray (2000) , discusses research on the quality of medical care in different types of institutions, and notes that the incentives in private health care will not necessarily yield productive efficiency: "cost-containment is hopeless in a fee-for-service system" (p.220). The existence of public-sector hospitals might therefore be interpreted as a "helping hand" alternative to the incentive problems that arise in private hospitals, at least those with this kind of payment system.
The direct test of which sector is the most productive is difficult to carry out cleanly. One principal difficulty is that of measuring output, which would seem particularly pertinent in the areas where the public sector is prevalent, such as health and education. In addition, when individuals are heterogeneous, the comparison of outcomes may produce a biased measure of the value-added by the enterprise. In the context of health, private hospitals may be able to cherry-pick patients who are (unobservably to the econometrician) in better initial health, or who present a lower risk of complications. The health outcome measure for private hospitals, be it mortality, morbidity or some other measure of health quality, will then reflect both the value-added from the hospital and the initial selection of patients. Public-sector enterprises typically select less, by the very nature of their mission, rendering efficiency comparisons particularly problematic.
A further issue is what exactly should be compared: public-and private-sector entities may have different objectives. Again in the context of health, is hospital output entirely captured by patients' health outcomes, or are there also other social outcomes? In this vein, Sloan et al. (2000) , in their analysis of hospital conversions in the USA, note that "the net value to the community includes a range of social benefits, some of which are intangible" (p.16). This extension of hospital output to a wider, perhaps more heterogeneous, set of outcomes can be thought of as a representation of the "helping hand" role of government intervention, whereby hospitals play role in alleviating some social ills that could be attributed to market failures.
A number of authors have tried to circumvent some of these problems. A well-known paper by Hoxby (2000) compares the productivity of public and private schools, and finds that competition resulting from the presence of private schools leads to an improvement in test scores in public schools, even though spending per pupil in the latter remains unchanged. One interpretation is that there is Xinefficiency in public schools. Hoxby's results have, however, been challenged by Rothstein (2007) , who claims that the results are not robust to including private school students in the sample, or to the professionals are those who prioritize their own immediate interests above those of the people they were supposed to serve" (p.18).
way in which the exogenous formation of school district boundaries (via the presence of streams) are
defined.
An alternative approach to the question is to move from cross-sectional to panel analysis, and consider transitions between sectors. One such transition is privatization. Melly and Puhani (2006) use data from two public-sector enterprises, one of which was privatized during the period considered.
Their difference-in-difference results show that privatization increases wages across a broad range of skill groups, which is consistent with rising productivity (but also consistent with compensating differentials). Brown et al. (2006) also consider privatization, here that of manufacturing firms in four excommunist countries. Their basic OLS results suggest that privatization raised productivity in all four countries. Even in more demanding specifications with firm fixed effects and firm-specific time trends privatization is estimated to raise productivity in two out of the four countries.
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In the specific context of the health sector, one part of the large literature on productive efficiency has used DEA analysis to evaluate how close hospitals are to the production possibility frontier. An example is Leleu and Dervaux (1999) . Useful surveys of this burgeoning literature are provided by Hollingsworth (2003) and Worthington (2004) . Some of the relevant papers have considered different types of hospital ownership. The results of the largely US-based studies discussed in Hollingsworth broadly suggest that the public sector is more efficient (see his Figure 4 on page 205); however, Worthington concludes in the opposite direction. 4 Case studies of hospital conversions (from Not-ForProfit to For-Profit) in the USA reveal positive effects on hospital profits (although there is some debate as to whether this reflects increased efficiency or more aggressive accounting) together with a null or negative effect on hospital staffing levels (Cutler and Horwitz, 2000) .
Our analysis considers the different economic and political influences on inputs, specifically employment, across sectors. The existing empirical evidence here is more slight. With respect to staffing levels, Gentry and Penrod (2000) use American data to show that the number of staff per bed is higher in Not-For-Profit than For-Profit hospitals (with median figures of 3.30 and 2.44 respectively); this difference continues to hold in a regression analysis which controls for various factors which might be thought to affect expected profit, including the local county population.
The analysis we carry out here is related to that in Alesina et al. (2000) , who argue that "public employment is used as a way of directing income toward disadvantaged groups" (p.219). In their model, some public employment is a disguised transfer that avoids opposition to direct transfers. Their focus is on income inequality and ethnic fragmentation. They consider the level of public employment in US cities (of over 25 000 inhabitants) in the early 1990s. The number of government employees per 1000 of the total population or per 1000 of the working age population (18-64) is positively correlated with both inequality and ethnic fragmentation. They also find an initial positive correlation between government employment and local unemployment, although this is not robust to the inclusion of State dummies. Along similar lines, Alesina et al. (2001) argue that public-sector employment is excessive in the South of Italy, as compared to the North, and as a consequence public service production in the South is far less efficient than in the North. They conclude that half of the public wage bill in the South represents redistribution, either in the form of inefficient employment or excessive wages.
In this paper, we also attempt to understand the determinants of public employment. We do so using information on the universe of French hospitals, and compare employment in (two types of) private hospital to employment in public hospitals. We explicitly focus on local deprivation, as measured by the unemployment rate, as one potential determinant of hospital staffing. This is shown to affect employment in public hospitals, but not employment in private hospitals. We will then show that the relationship between public employment and local unemployment is crucially moderated by the political position of the local council. We will broadly interpret these findings in terms of different perspectives on government intervention: the "helping hand" (overcoming market inefficiencies), as opposed to the "grabbing hand" (politicians' self-interest).
Staffing Levels in French Hospitals
French hospitals are of three broad types: Public, Private Not-For-Profit, and Private For-Profit.
We shall refer to these as Public, NFP, and Private, for simplicity. Both NFP and Public hospitals are reimbursed according to a global budget system. As such, they receive a fixed amount of funding for the current year which does not depend on the current year's actual activity but rather on that recorded over the previous year. The employment levels of Administrative, Support and Medical staff are calculated using information on hours of employment to produce a figure for the number of full-time equivalents. As these types of employees are salaried, this information is readily available. The resulting levels of employment are comparable between the three hospital types.
The situation is somewhat less clear with respect to Doctors' employment. While Doctors are civil servants in Public hospitals, they are private-sector salaried or self-employed (profession libérale) in both NFP and Private hospitals. We have calculated a measure of hours of employment for self-7 A Payment-Per-Service system (widely known in the US as a Prospective Payment System -PPS) has been partially implemented in both NFP and Public hospitals since 2004. One of the goals of this reform was to unify the reimbursement system and thereby to introduce a degree of competition between hospitals. 8 As such, the data are previous to the budgetary reform acted for NFP and Public hospitals mentioned above.
employed Doctors, but it should be borne in mind that Doctors' employment is not measured in exactly the same way across hospital types.
This paper focuses on hospital staffing levels. These are of course strongly correlated with the number of beds in the hospital, but, even for a given hospital size, staffing levels differ by hospital type. The raw figures are presented in the top panel of Table 1 . Public hospitals employ more staff than do NFP or Private hospitals. All of the differences in employment levels are significant at the five per cent level, and most at the one per cent level.
Part of the difference in staffing levels reflects hospital size, as some Public-sector hospitals are much larger than those in other sectors. One way of measuring size is the yearly number of admissions. As a first pass at looking at staffing levels by hospital type, we split yearly admissions up into four categories: up to 5000; between 5000 and 10 000; between 10 000 and 16 000; and over 16 000. These particular cut-points are those used by the French Ministry of Health in their comparisons of hospitals by size. The table in Appendix A shows average employment levels by both number of admissions and hospital type. 9 Unsurprisingly, total employment rises with the number of admissions.
However, even within size-class, Public-sector hospitals employ more workers than do their nonPublic counterparts. Another way of reading this table is to say that employment grows with number of admissions for all hospital types, but it grows faster for Public hospitals than for other hospital types.
10 Similar results can be obtained by using the number of beds as the measure of hospital size.
There are many reasons why staffing levels might differ between public and private hospitals, even conditional on hospital size. In particular, we might think of the health-care services that are provided, and the type of patients that are treated. This may well result from the ability of private hospitals to select their patients. In the following section, we use hospital administrative records to formally control for a number of different measures of medical activity at the hospital level. We also control for some of the characteristics of the local population (at the level of the municipality) who are likely to use the hospital's services. Table 2 shows the results of a regression of hospital employment on a number of hospital-level and municipality-level explanatory variables. Specifically, at the hospital level we control for the number of beds (as an additional measure of hospital size), the severity of the illnesses treated (as 9 Somewhat more recent 2004 hospital employment data show exactly the same patterns. 10 This is most flagrant for the largest admissions category, but it also holds in the other size groups.
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measured by the Severity Gravity Index, SGI 11 ), and the bed-occupancy rate. At the municipality level, we introduce the percentage of the population who are in the 60-74 and 75+ age groups, the local unemployment rate, 12 and the percentage of the population who are foreign-born.
The first two columns of Table 2 show the results when total employment is regressed on the same size and hospital-type classification as used in Appendix A. All twelve of the elements in Appendix A appear here as dummy variables (there is thus no constant in the regression). This first regression reproduces the same statistical information as the figures in Appendix A. The regression on the right-hand side of Table 2 includes a number of control variables which might plausibly be considered to be correlated with the demand for healthcare and therefore the number of hospital employees.
The left-hand side of Table 2 shows that, without any other control variables, employment increases with hospital size. However, the employment-hospital size elasticity is far greater in publicsector hospitals than in other types of hospitals. We cannot reject that smaller hospitals (as measured by the number of admissions) have the same number of staff whatever their type; however, this equivalence fails for larger hospitals. The addition of the other explanatory variables on the right-hand side of Table 2 sharpens this conclusion: conditional on these other determinants of employment, Public hospitals employ more staff.
The full specification explains a great deal of the variation in hospital employment, with an adjusted R-squared of over 0.9. The two key variables determining employment (apart from hospital type and the number of admissions) are the number of hospital beds, which adds additional information about hospital size 13 , and the severity of the illnesses that are treated. Perhaps surprisingly, employment falls with the bed occupancy rate. In fact this negative bed-occupancy result is due to the presence of three very large central hospitals in France: APHP (Assistance PublicHôpitaux de Paris), APHM (Assistance Public-Hôpitaux de Marseille) and HCL (Hospices Civil de 11 We use Deyo's adaptation of the Charlson co-morbidity index to measure the severity of co-morbidities (Deyo, 1992; Ghali, 1996) . The Charlson index, which is expressed as a six-level variable, is constructed for each stay. This index is greater than 0 when a surgical procedure has been carried out on the patient. Validation exercises have shown that this index predicts mortality in longitudinal data (Hamilton and Hamilton, 1997) .
12 An alternative to the local unemployment rate is a dummy variable for whether the municipality is in an area designated as a "Zone Urbaine Sensible" (ZUS). These latter are urban zones defined as priority targets of local politics, according to a certain number of indicators of local problems. The Law of November 14, 1996 defined a number of tax and social policies, which are used to address these problems. All of our results with respect to unemployment can be reproduced using the ZUS dummy. As ZUS status changes less over time, it can be thought of as a more permanent indicator of local social malaise. 13 We did look for non-linearity in this relationship, but the number of beds was strongly preferred to the log of the number of beds in terms of explanatory power.
Lyon) 14 . Last, as a whole the municipality-level variables considered here only add relatively little to our understanding of hospital employment. The coefficient on the local unemployment rate is positive, but significant at only the ten per cent level (with a t-statistic of 1.88).
The conclusion from Table 2 is therefore that employment rises with hospital size and the severity of the illnesses treated. In addition, conditional on size and illness-severity, public-sector hospitals consistently employ more staff than do NFP or Private hospitals. Last, local area variables do not have huge explanatory power for hospital employment. The measure of local deprivation, the unemployment rate, is only relatively weakly positively correlated with hospital employment.
However, we shall see that this weak aggregate correlation actually masks widely-varying employment-local deprivation relationships by hospital type. Further, the strength of these latter correlations is moderated by local politics. This is the subject of the next section.
Hospital Employment: Labour Market Tightness and Political Allegiance
The regression in Table 2 supposed that local labour market conditions have the same effect on employment across all hospital types. The empirical results below will show that this is a poor supposition: unemployment in fact only affects employment in public-sector hospitals. For presentational reasons, we henceforth introduce separate hospital type dummies (i.e. no longer interacted with the number of admissions) and control for hospital size independently via the number of beds. To check for heterogeneity in the local unemployment -hospital employment relationship, we interact the local unemployment rate with hospital type (Public, NFP, and Private). These three interaction variables thus replace the "local unemployment rate" variable of Table 2 in the employment regression.
We estimate two separate empirical models. The first, on the left-hand side of Table 3 , reproduces the analysis in Table 2 , but now with only the three separate hospital type dummies (instead of hospital type interacted with hospital size). The estimated coefficients repeat the message from Table   2 : Public hospitals have higher staffing levels than other hospitals, and employment rises with the local unemployment rate.
The model on the right-hand side of Table 3 interacts the local unemployment rate with hospital type. The main effects of the Public, NFP, and Private dummies in this specification are now insignificant. As such, when unemployment is low the regression results suggest that all hospital types would employ the same number of staff (for a given number of beds and illness severity). The difference in employment between hospital types then works entirely through local deprivation. As Table 3 shows, the interaction between the Public hospital dummy and the local unemployment rate is positive and significant, with a t-statistic of over 4. By way of contrast, the estimated coefficients on the interactions between the other hospital types and the local unemployment rate are both very insignificant. The greater hospital employment that comes with local deprivation (as shown in the lefthand side of Table 3 ) then results exclusively from more jobs in public-sector hospitals. Employment in both NFP and Private hospitals is independent of the local unemployment rate. 15 The other explanatory variables have much the same relationship with hospital employment as in Table 2 .
We then consider the different categories of medical staff. These are divided up into four groups:
Administrative staff, Support staff, Medical staff and Doctors. Support staff are mostly lowerqualified. We carry out the same type of employment regressions as for the whole sample in Table 3; the results are presented in Table 4 . Local unemployment has no significant effect on the employment of all four kinds of personnel in both NFP and Private hospitals. Tables 3 and 4 are consistent with Public hospitals playing a Keynesian role in providing employment in depressed areas (except for the group that arguably have the best employment prospects: Doctors).
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An alternative explanation is that the local unemployment rate is providing additional information on the morbidity of the local population (and thus the demand for healthcare) that is orthogonal to that supplied by the Illness Severity Index. If this is indeed the case then the additional healthcare demand only seems to impact on Public hospitals. One supporting argument for this kind of differential effect is that Private hospitals can cherry-pick their patients, and may by doing so effectively be insulated from any general worsening of the client population's health. This would explain why employment in Public hospitals reacts to local deprivation while employment in Private hospitals does not.
15 That the public sector effectively provides partial insurance against unemployment is consistent with lower wages in the public sector (via a compensating differential) and with regional unemployment reducing the life satisfaction of privatesector workers more than their public-sector counterparts (Luechinger et al., 2007) . 16 As noted previously, Doctors are only group for which information regarding hours of work is not harmonised between sectors. That we find significant public-sector unemployment effects for all groups where hour measurement is harmonised between the public and private sectors is reassuring. 17 Alternatively, it may be the case that the labour market for Doctors is more national than local, weakening any locallevel correlation.
We do not believe that the link between unemployment and morbidity explains the results in Tables 3 and 4 , in the light of the estimated coefficients on NFP hospitals. These hospitals are very similar to Public hospitals in that they do not select their patients, and they treat similar pathologies.
Were local unemployment to be a measure of the demand for health, we would therefore expect it to have a similar impact on Public and NFP hospitals. In fact it has no impact on employment in the latter. The cleavage in the effect of local unemployment on employment is thus in terms of whether employment decisions are influenced by local politicians (as they are in Public hospitals, but not NFP or Private hospitals), 18 rather than in terms of whether the hospitals can select their patients (Private)
or not (Public and NFP).
The numbers in Tables 3 and 4 are therefore consistent with employment in Public hospitals reflecting both political and health priorities. To formalise the potential role of political preferences, we consider the possibility that the employment-local unemployment relationship be mediated by political factors. A growing literature has developed around the idea of political business cycles, with a smaller empirical counterpart that has explicitly considered political influences on public employment. Coelho et al. (2006) identify pre-election employment effects in Portugese municipalities, especially for the Right. In the context of the current paper, they do not relate this employment effect to the municipal unemployment rate. Lamo et al. (2007) appeal to aggregate data and do find evidence of lagged procyclicality of a number of measures of public sector activity, although the evidence with respect to public employment seems less strong.
We will here relate the strength of the hospital employment-local unemployment relationship to the political position of the local municipality. To do so, we appeal to the Political Science literature and use expert evaluations of various parties' political positions to calculate a weighted political stance score for each commune. We will then show that the Public Hospital response to local unemployment is muted in more right-wing communes.
Our expert evaluation scores come from Laver et al. (2006), who show not only the positions of
French parties on the most salient policy dimensions, but also the relative importance that parties attach to each dimension. Laver et al. estimate the policy positions by conducting an expert survey in which they collected the judgements of French political scientists on the policy positions of the French parties. This survey followed the model of expert surveys conducted by Laver and Hunt (1992) , and provides a score for each party regarding their "social policy" (for more details, see the Appendix in Laver et al., 2006) . This score takes values between 2.5 to 18.9, with higher scores referring to more right-wing parties.
18 As Boycko et al. (1996) note, "One key objective of politicians is employment".
There are two ways of calculating a political score for each hospital, according to the round of the local elections. Both of these require that we match our hospital data to local election results in the different municipalities. French local elections take place every six years, 19 and consist of two rounds.
In the first round, there is no limit on the number of candidates who can stand. To be elected directly in the first round, a candidate must receive more than 50 per cent of the votes cast. Barring this relatively unusual outcome, the two candidates with the most votes in the first round go forward to compete against each other in a second round. The first method of calculating local political scores then consists in taking the "social policy" score of the party to which the winning candidate (in either the first or the second round) belongs. The second method consists in calculating a weighted score using the percentage voting scores from the first round of the election.
It is not a priori clear which of the two political scores (weighted first round scores, or the winning party only) will be more appropriate. We want to measure the political "flavour" of each local municipality. The winning score will indeed tell us which party is in charge, but will not reveal the ease of the victory. This latter is important, as the number of seats on the local council depend on the number of votes cast: losing parties will thus also be represented. On the other hand, first-round voting is sometimes argued to be either strategic or to contain a certain "protest" element. In the remainder of the paper we will use the first-round method of calculating local political scores. In practice, both We require data on the number of votes for each party in each round of local elections. These data are unfortunately not available for communes with fewer than 10 000 inhabitants. For the sub-sample of larger communes we can thus match electoral outcomes directly to the hospital; for the smaller communes we will have to use the electoral results at a more aggregated level (known as the ZE level). We expect this latter imputation to introduce measurement error. We thus have two samples, and two sets of estimation results. The first comes from direct matches, and concerns a smaller number of hospitals in larger communes; the second set of estimates will come from a larger sample, but where one of our key variables is less-accurately measured. We expect that the standard errors will be lower in the second case (due to the larger sample) as will the estimated coefficients (as a result of attenuation bias). This is in fact what we observe in the results.
Our final political variable is called "Right". Since the different parties' positions regarding "social policy" take values between 2.5 to 18.9, so does our political variable. It should be remembered that "Right" is a continuous variable, and not binary.
We first present results for the smaller sample where we can match hospitals exactly to voting outcomes. The top half of Table 5 shows the estimated coefficients on interactions between local political position and hospital type in an employment regression. These show that the more right-wing a local area is, the lower is the level of employment in Public hospitals; there is no significant effect of local politics on employment in either NFP or Private hospitals. The negative effect of "Right" on employment is found for total employment, and for employment in each of the four groups (except for Support staff, where the estimated coefficient is negative but not significant). All of the regressions in Table 5 control for all of the other explanatory variables that appeared in Tables 2-4 .
The bottom half of Table 5 brings together the results from Table 4 (with respect to local unemployment rates) with those from the top half of Table 5 The results first show that, as in Table 4 , employment in Public hospitals increases with the local unemployment rate. Further, the estimated coefficients on the second set of interactions show that this "Keynesian" effect is diminished as the local municipality moves to the right. Neither local labourmarket conditions nor local politics have any significant effect on employment in NFP or Private hospitals. Table 6 reproduces exactly the analysis in Table 5 , but for the larger sample of hospitals that results from matching in Political information at the ZE level. The same results continue to hold in this larger sample. As we suspected, the standard errors are generally smaller (due to the larger sample), but so are the estimated coefficients (due to attenuation bias). These results are again consistent with public-sector hospitals playing a Keynesian role, increasing employment in slack labour markets. This response is smaller in more right-wing areas.
To illustrate this effect, we have carried out a number of simulations of employment in Public hospitals. These are shown in Table 7 , which consists of two panels. These correspond to the bottom panels of Tables 5 and 6 . There are three lines within each panel.
The first shows what we call a "Baseline" level of employment at a public-sector hospital. This is predicted from the employment regressions, setting hospital type equal to Public, and all other variables at their sample average. In other words, this is the predicted level of employment at a public-sector hospital in a municipality with exactly average characteristics
We then carry out two changes to these average characteristics. First, we change the local political tapestry by shifting ten per cent of voters from the Parti Socialiste (Left-Wing) to the RPR (which is now known as the UMP; Right-Wing). As a result, the value of the "Right" variable increases (by just under one, in fact). The second change consists in reducing the local unemployment rate from the sample average of almost fifteen per cent 20 to ten per cent. We calculate the predicted percentage change in employment due to these changes. Both to reduce Public-hospital employment, although the effect of falling unemployment is much larger. This Table shows that the fall in employment is felt across all types of Staff. However, the effect of unemployment is particularly strong amongst Support
Staff. This is the least-educated group, and arguably that which is most at risk when the labour market sours.
Interpretations
The results so far indicate that public-sector hospital employment reacts to local labour markets and politics very differently from employment in not-for-profit and private hospitals. This last subsection considers a number of potential explanations of this result.
1) Unemployment and Wages
It is fairly firmly established that greater levels of local unemployment reduce local wages (Blanchflower and Oswald, 1990) . Might increased hospital employment be part of a natural labour market response to falling wages? There are three reasons to doubt this interpretation. First, if this were so, we would expect to see increased employment across all hospital types. Second, in the public sector, wages are largely fixed at the national level. Last, it is unclear why local politics in Table 6 should mediate any wage response to unemployment.
2) Unions
Higher employment in public hospitals might reflect stronger public-sector unions, and unions may react to local unemployment. Two remarks seem salient here. First, while union membership is very low in France, collective bargaining coverage is close to universal (OECD, 1997), so there is little coverage differential between the public and private sectors. Second, union membership is far more prevalent amongst Doctors than it is amongst Nurses and less-qualified workers, yet it is for this latter group that we estimate the greatest employment response to local unemployment.
3) Helping Hand or Grabbing Hand?
Local politicians may react to local unemployment by increased public-hospital employment for two reasons: to overcome market failure, or for their own interests. If politicians receive some rent from greater employment, then it will be in fact difficult to distinguish between the grabbing and helping hands. But if we consider that politicians' self-interest partly reflects their desire to be reelected, then a natural test presents itself. Levitt (1997) appealed to time differences in local elections to establish an exogenous effect of policing on crime. Here we consider a cross-section analogy: how close the result was in the most recent election. We distinguish between tight races, where the difference between the winning party's votes and the other parties' votes was less than the median across the sample of municipalities used in Table 5 above, and not-tight races where the winning margin was larger. With the helping hand, we imagine that parties would have greater latitude to push through their priorities when their majority is larger: the political effect on employment will then be greater in not-tight races. However, under the grabbing hand parties may try to please voters more when there is a greater chance of being voted out next election: here we expect the political effect on employment to dominate in tight races.
We thus re-estimated the bottom panel of Table 5 separately for tight and not-tight elections. The results are shown in Table 8 . The first set of estimated coefficients in each panel show that public hospitals employ more people in high-unemployment regions, in both tight electoral races and nottight electoral races. The second set of estimated coefficients shows that the left-right position of the local municipality only matters in tight electoral races. This is consistent with either more left-wing municipalities increasing employment when unemployment is high, or more right-wing municipalities reducing public-sector employment in tighter labour markets. With larger political majorities, when the outcome of elections is more certain, these Left-Right differences disappear.
Conclusion
This paper has considered public employment and political pressure by looking at employment in three different types of French hospitals. Administrative data provide us with hospital-level information on the employment of four different kinds of workers, as well as hospital size, the kind of illnesses treated and so on. We first show that public hospitals employ more staff than do non-public hospitals, conditional on size and illnesses treated.
Public and NFP hospitals cannot cherry-pick their patients, and therefore have to deal with cases that are (unobservably in this dataset) more difficult to handle, and thus require more staff. Equally, public and NFP hospitals likely provide different degrees of care than private hospitals, which again we measure only imperfectly. It is therefore difficult to judge the employment gap in terms of the efficiency of health-care production.
In this paper, we have shown that this employment gap depends on local economic and political conditions. By appealing to differences between hospital types, we suggest that hospital employment is affected by political influence. Between public hospitals (where employment is decided in part by local politicians, and which cannot select their patients) and private hospitals (with no political influence, and which can select their patients) there is a third category: NFP hospitals. Employment in these hospitals is also independent of political influence, but these hospitals cannot select their patients. The fact that public hospitals employ significantly more staff than both private and NFP hospitals is consistent with the method of deciding employment rather than patient selection being behind the differences in employment.
We further support this reading of the data by looking at how the employment gap varies with two key local-level variables: the unemployment rate and the results of recent elections. We first show that employment in public hospitals is strongly positively correlated with the local unemployment rate, whereas this is not true for other hospital types. We then show that this dependence between publichospital employment and the local unemployment rate is moderated by local politics. In particular, the more left-wing the local commune, the stronger is the relationship between local unemployment and public-hospital employment. All of these relationships are more significant for lower-skilled workers.
These results lead us to suspect that public hospitals play a dual role, partly being used as a policy instrument to provide local employment.
There are a number of implications. A straightforward one is that employment in areas which have public-sector hospitals will move differently over the economic cycle to employment in areas with non-Public hospitals, or no hospitals at all.
A second policy implication concerns the debate over the introduction of competition between hospitals whatever the sector. The employment externalities that we think we have found in our data call for some caution in comparing performance across hospital types. In particular, public hospitals may be providing employment to those who would otherwise struggle in a slack labour market (a "helping hand" activity 21 ). It is entirely possible that this "surplus" employment, which comes from differences in the objective functions across sectors, will penalise Public hospitals in competitive health markets. However, a broader notion of public service may include not only good service to patients, but also the needs of the local community in terms of employment. Any comparison between the public and the private sectors purely in terms of the cost efficiency of the health service provided to patients will be inherently biased against the public sector, and may tell a misleading story with respect to social welfare. The question of whether this kind of job creation is a good way of using public money is crucial, but not one that we can answer with our current data. Shleifer and Vishny (2002) distinguished between government actions that served to increase social welfare and actions that served to increase politicians' self-interest: the helping and grabbing hands, respectively. The finding that public-sector employment reacts positively to local unemployment is arguably consistent with both readings. Greater employment may raise social welfare, or alternatively increase the resources that politicians control or their re-election chances. In this optic, it is of interest to ask why the employment response should be greater for Left-wing rather than Right-wing administrations. The helping hand reading is that Left-wing councils believe that the externalities from unemployment are higher; the grabbing hand reading is that local politicians follow their electorates' preferences in this matter in order to preserve their own position. The finding that local politics only matters when the previous election was relatively tight is consistent with the latter reading.
Last, and perhaps most generally, we might wonder to what extent French hospitals are a special case. It would be of great interest to see whether the same employment effects exist in other areas of Public sector activity, such as the railways, education and local administrations, and indeed whether we have uncovered an "exception française", or whether the employment-unemployment-politics nexus is a general characteristic of the public sector in other countries. Note: All regressions also control for the other variables indicated in Table 5 . *** = significant at the 1% level; ** = significant at the 5% level; and * = significant at the 10% level.
